Exhibit A
Page 1 of 6

BLUE GRASS ENERGY COOPERATIVE

DEVELOPMENT OF A RESIDENTIAL TIME-OF-DAY RATE

PREPARED TESTIMONY OF JAMES R. ADKINS

Ql. State your name and business address.
Al. I am James R. Adkins and my business address is 1041

Chasewood Way, Lexington, KY 40513-1731.

Q2. What has been your role in the development of this
residential time-of-day (“TOD”) rate?
A2. My role in this application has been to assist Blue

Grass Energy Cooperative (“BGE”) in its development.

Q3. What is your professional experience in the area of

electric utility rate-making?

A3. I have spent the last thirty-one plus years dealing
with electric utility rates. T was employed by EKPC
as its Pricing Manager for almost twenty-five years.
I spent a little over one year with the Prime Group,
LLC and I have been self-employed for the last six
plus years. Prior to my electric utility career, I
was employed in the finance and accounting areas of
the medical care field for close to eight years. I
also served in the U.S. Army as an infantryman in the

Republic of Vietnam in the late 1960s.

Q4. What is your educational background?

A4. I received a Bachelors Degree in Commerce with a major



Q5.

A5,

Q6.
A6.
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in banking and finance in 1971 and a Masters of
Science in Accounting in 1976. Both of my degrees
were granted by the University of Kentucky. Since
then, I have attended several seminars, conferences
and courses on rate-making as well as making
presentations at many conferences and seminars of
electric utility rate-making, cost of service, and

rate design.

Have you ever appeared as a witness before this
Commission?

I have appeared as a witness before this Commission
many times in rate applications, applications for
certificates public convenience and necessity, fuel
adjustment clause hearings, and administrative cases.
I have testified on the behalf of East Kentucky Power
Cooperative (“EKPC”) and for all of EKPC’'s member

cooperatives and for other distribution cooperatives.

What is the purpose of the proposed TOD rate of BGE?
BGE has developed this optional TOD rate to allow
members a choice in electric rates with the potential
to reduce their electric bill. The purpose of the
proposed TOD rate is to present a more definitive TOD
rate design. By a more definitive rate design, I mean
one that has a real incentive in its on-peak energy
rate design as well as in its off-peak energy rate
design. The current TOD rate has an on-peak energy

rate of $0.10028, an off-peak energy rate of $0.06139

6
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and a customer charge of $9.36. The on-peak and off-
peak hours are the same hours as EKPC’'s on-peak and
off-peak hours. EKPC'’s current on-peak hours are
provided below:

May through September 10 am - 10 pm EST

October through April 7 am - 12 noon

5 pm - 10 pm

With the current TOD rate and the current on-peak
hours, BGE feels that no incentive exists for a
consumer to take a serious look at this rate.
However, BGE is proposing a significant change to the

rate design and the on-peak hours.

What is BGE proposing in this new TOD rate that is
significant?
BGE is proposing four (4) significant elements to the

proposed rate design.
e The off-peak energy rate is set at a lower amount
and in this proposal; it is $.05000 per kWh.

e The on-peak energy contains a real penalty by

setting it at an amount of $0.14750 per kWh.

e The on-peak hours have been limited to eight
hours in both the winter season and the summer
season with the months for each season coinciding

with EKPC’s seasons.
e The weekends are considered completely off-peak

with the net effect of only 40 hours a week of

on-peak time.



Q8.

AB.

Q9.
A9.

Exhibit A
Page 4 of 6

e The proposed customer charge is set at $15.00 to
minimize the risk that BGE might have with free
loaders. Less distribution costs are required to

be collected from the energy rate.

Please explain the basis for the development of this
proposal?

The rates developed in this proposal are based on the
test year used in BGE’s last rate case in 2007-00011
which is 2007. The billing analysis and data from the
cost of service study in that rate case has been
updated for the current retail rates of BGE and the
current wholesale rates of EKPC. Additionally, the
final rates have been updated to the include BGE's
proposed FAC rolling of $0.01067 per kWh.

Pages 1 and 2 of Exhibit B provide this information.

What else did BGE need to develop these rates?

BGE determined that it also needed the energy usage
for each month of the test year for the residential
rate class. The data needed was the amount of energy
used at each hour of the day for each month of the
test year. This load data has been developed and
provided by EKPC. This information has been broken
down into weekday load data and weekend load data.

Exhibit C provides this load information.
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Q10. What did BGE do with this load data?

Al10. BGE looked at the information and felt that it would
not be unreasonable to reduce the number of on-peak
hours during both the summer season as well as the
winter season. It was decided to reduce EKPC’s on-
peak hours in the winter season by one hour for each
on-peak period during that season. Additionally, both
Saturday and Sunday are both off-peak. The net effect
on hours is a reduction in on-peak hours during the
winter season from 70 hours per week to 40 hours per
week. For the summer season, the on-peak hours have
been reduced by four hours and Saturday and Sunday are
both off-peak. The net effect on hours for the summer
season is a reduction from 84 hours per week to 40

hours per week.

Q11. Does BGE have some risk in these proposed changes?

All. Some risks does exist for BGE with a reduction in its
on-peak hours. The primary risk is associated with a
wholesale billing peak that might occur in those hours
that are on-peak hours for EKPC but off-peak hours for
BGE. BGE has looked at EKPC’s billing peaks for a ten
yvear period and it is very unlikely that one may
happen in this situation. BGE feels that it is worth
the risk in order that it may provide a rate design
that has some real incentives to shift load from on-

peak to off-peak periods.
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Ql2. What is the initial expected acceptance of this
proposed rate?

Al2. Some time may exist before a member might take
advantage of this rate design and the initial ones
that take it may not have to shift load to reduce
their bill (“free riders”). However, over time,
members that are not free riders will see that some
potential exists for them to reduce their electric
bill.

Q13. Will other distribution cooperatives served by EKPC
develop rates that might be similar to this TOD
proposal.

Al13. These other cooperatives have interests similar to BGE
in developing a meaningful TOD rate. Some may develop
a rate very similar to BGE’s proposal in this filing.

I believe that this rate has some potential.

Q14. Does this conclude your testimony?

Al4. This concludes my testimony.



Affiant, James R. Adkins, states that the answers
given by him in the foregoing questions are true and

correct to the best of his knowledge and belief.

o . Lt

ames R. Adkins

Subscribed and sworn to before me by the affiant,

James R. Adkins, this 2 6  day of May, 2009

My Commission expires /4£H* 6, 2007

o S

otary Public, State of Kentucky at Large




Description
Customer Charge
Energy charge per kWh
Billing adjustments

Total from base rates

D ipti
Energy charge

Billing adjustments
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Blue Grass Energy
Billing Analysis
Test Year Ending December 31, 2007
GS-1, Residential, Farm and Non-Farm
Billing Proposed
Determinants | Rates | Revenues
619,307 $9.36 $5,796,714
805,422,653 $0.08189 65,956,061
0
$71,752,775
GS-2, Off-Peak Marketing (ETS)
Billing Proposed
Determinants | Rates | Revenues
2,822,755 $0.04913 138,682
0
$138,682

Total from base rates

Total Energy

808,245,408
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Blue Grass Energy
Statement of Operations
Test Year Ending December 31, 2007
Residential ETS
Rates Rate Combined
Revenue from Rates 71,752,775 138,682 71,891,457
Wholesale -
Generation 11,292,442 11,292,442
Distribution Substation 961,739 961,739
Total Wholesale Demand 12,254,182 12,254,182
Wholesale Energy Costs 36,717,122 101,383 36,818,505
Total Wholesale Costs 48,971,304 101,383 49,072,687
Gross Margin 22,781,471 37,299 22,818,770
Distribution Demand Costs
Lines 5,411,771 5,411,771
Transformers 1,240,979 1,240,979
Total Distribution Demand 6,652,750 6,652,750
Distri
Lines 4,573,393 4,573,393
Transformers 429,344 429,344
Services 3,043,630 3,203 3,046,833
Meters 1,841,750 12,922 1,854,673
Consumer Services 4,838,273 23,364 4,861,637
Lighting
Total Distribution Consumer 14,726,390 39,489 14,765,880
Total Distribution Costs 21,379,141 39,489 21,418,630
Operating Margin 1,402,330 (2,191) 1,400,140
Other Revenue 2,314,726 1,625 2,316,351
Net Margin 3,717,056 (566) 3,716,491




Blue Grass Energy

Development of Time-of-Day Rates
Test Year Ending December 31, 2007

On-Peak kWh
Off-Peak kWh
Total kWh

Revenue from Rates

Less Revenue from Customer Charge
Proposed Customer Charge
Number of Customer Charges

Revenue Required from Energy

Off-Peak Energy Revenue
Proposed Off-Peak Energy Rate
Off-Peak Energy

Required Revenue from On-Peak Energy Rate

On-Peak kwh

On-Peak Energy Rate
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227,792,479
580,452,929

808,245,408

$ 71,891,456.53

$ 15.00
619,307 9,289,605
62,601,852

$  0.05000
580,452,929 29,022,646
33,579,205
227,792,479

0.147411386
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